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MEMORANDUM FOR:! Director, Office of Personnel

FROM: |
Chief, Soviet/East European Division

SUBJECT: Retirement

The attached letter to the editor of the Wall Street Journal,

which was printed 6 March 1985, gives some useful data, I believe,
on retirement statistics. I think it important for some of our
people to know these data when questions of retirement benefits
come up. I pass the attachment on to you in case you had not seen

it.

Attachment:
As above
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. n1e State of Federal Ketirees

James Bovard’s editorial-page article
Feb. 14, “Trim the Civil-Service Pension
Bonanza,” was laced with half-truths, ex-
aggerations, and outright fabrications.

He said federal civilian retirement ($22
billion) cost more than military retirement
($18.3 billion).

Facts: In fiscal 1983, the most recent
year of record, the civil service retirement
fund disbursed $20.8 billion in annuities,
survivor annuities, refunds, and death
claims. In the same year, the CSRS fund
received $18.4 billion from worker-em-
ployer contributions and interest on fund
assets, and federal retirees returned an es-
timated $2 billion to $3 billion in income
taxes. Military retirement is financed
through direct appropriations.

He called federal retirees ‘‘an aristoc-
racy among senior citizens.”

Facts: The average retired civil ser-
vant receives $1,039 per month, before de-
ductions for income taxes ($104), health in-
surance ($100) and survivor protection
($82). The average survivor receives $470
per month.

He said civil servants can retire with
full benefits 10 years younger than private-
sector workers and their average pensions
are 2% times larger than Social Security
benefits.

Facts: A federal civil servant may re-

tire at 55 with 30 years service, but the av-
erage age at retirement over the past 10
years has been 61.1, as compared with 61.8
from large corporations. When company
benefits are combined with Social Security,
the combination usually replaces a greater
portion of final salary (60%-70%) than does
civil service retirement (56.25%), based on
equal salaries and 30 years of service.

He said that in 1962 Congress mandated
that government and private salaries be
comparable but excluded pensions from
the comparability formula.

Fact: Pay comparability is exactly
that; not total compensation comparabil-
ity. If the law called for total compensation
comparability, the federal worker would
still trail his private-sector counterpart by
7.2% (being 6.4% ahead on retirement, but
more than 10% behind on pay), according
to a recent comprehensive study by Hay
Associates for Congress.

He said that retiree cost-of-living ad-
justments between 1969 and 1980 caused
federal *‘pensions’ (annuities) to increase
by 301% while inflation increased by
162%.

Facts: With the exception of 1969 to
1976, when an extra 1% was added to each
COLA to compensate for the time lag be-
tween price increases and annuity adjust-
ments, civil service annuities have in-
creased at exactly the same rate as infla-

tion. In fact they have followed price in-
creases, from four to 19 months.

He said Congress was ‘‘equally gener-
ous” with disability retirement.

Fact: Donald Devine, Director of the
Office of Personnel Management, boasted
to a Michigan audience in the recent politi-
cal campaign that ‘“We've been able to
save $4.1 billion through better manage-
ment of the government's disability pro-
gram alone.” It would appear that if $4.1
billion has been saved in four years from a
retirement program whose total costs are
$22 billion a year, all perceived excesses
have been remedied.

He said that in 1983 the average CSRS
annual benefit was $12,912 versus an aver-
age Social Security benefit of §5,040.

Fact: The average benefit received by
a federal civil service retiree (before the
deductions cited above) was $12,465 per
year; the average survivor benefit was $5,-
644; the aggregate average $10,700. Social
Security figures show the average couple
aged 65 and older receives more than $700
per month or more than $8,400 per year,
which is still essentially tax-free. Medicare
payments are considerably lower than fed-
eral employee health benefits, and if a
civil servant wants to provide a spouse
benefit after his death, he must pay for
it.

He said CSRS has an unfunded liability
of $512 billion that is rising by $30 million
each day.

Facts: The Office of Personne] Manage-
ment keeps two sets of books on the un-
funded liability. Under ‘‘dynamic’ as-
sumptions that high inflation can never be
brought under control, the liability would
be $528.1 billion. But under the assump-
tions required in law, i.e., actual experi-
ence, the unfunded liability is $187.9 billion,
for a decrease of $5.5 billion during the fis-
cal year ended Sept. 30, 1983.

He said that taxpayer contributions to
civil service retirement have *‘soared” 2,-
667% since 1960, while civil servants’ con-
tributions rose ‘‘only 449%."

Facts: The number of beneficiaries in-
creased between 1960 and 1985, but the pri-
mary cause of the government’s increase
was that in 1969 Congress acted to correct
50 years of government underpayments to
the system, and to assure its continued sol-
vency. The 1969 remedies were phased in
over the decade of 1971-80, a period when
the remedies were fanned by inflation.

If Mr. Bovard were a used car sales-
man, we'd proceed to the next lot.

L.J. ANDOLSEK
President

Natl. Assn. of

Ret. Federal Employees

Washington \
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, <—SECTION-BY~SECTION ANALYSIS-s.

To sccompany a draft bill

"To smend title S, United States Code, to reform the Civil Service
— - other purposes.” ILLEGIB

The first section titles the bill as the “Civil Service Retirement Rafasm
Act of 1985 TLLEGIB

ILLEGIB
EC
Section 2 contains the various amendments to chapter 83 of title 5, United

States Code, designed to curtsil uonecessary and excessive expenditures for

Civil Service Retirement banefits and to bring the prograsm eloser into 1ine
vith private sector practices. . : :

Paragraph (1) of section 2 amends section 8331(1)(G), (1)(1v), (7), and
(20) to exclude from the Civil Service Retirement Systen certain individ-
uals vho are employed by the District of Columbia government, It also
anends section 8331(4) to base average pay (vhich is used as the base

for computing annuities) on the highest earnings during five consecutive
years of creditable service rather than three.

Paragraph (2) of section 2 amends section 8332(b) to eliminate retirement

credit for certain future service performed for the District of Columbia
government.,

Paragraph (3) of section 2 repeals section 8334(g)(5) which prohibits
requiring a deposit for crediting unused sick leave.

Paragraph (4) of sectioh 2 amends section 8338(a) to provide that a

deferred annuity will commence on the later of age 62 or receipt of an
application, '

Paragraph (5) of section 2 amends section 8339 by amending subsection (h)

to E;ﬁ;{%ggig;:giéfduction in retirement benefits for employees (other 111rgTR
tharn/ l1aw emtorcemént of ficers, firefighters, and air traffic controllers)

vho retire or receive a deferred annuity before age 65. The reduction
vill eventually be 5 percent for each year or part of a year the retiree
is under age 65, not exceeding ten years, but will be phased in through
increases of 1/2 percent per year. Individuals who have attained age 55
by the date of enactment will not be subject to the reduction. The
Office of Personnel Management will be able to waive this reduction in
the case of involuntary or early retirements, but the employing agency
will be required to reimburse the Pund for the cost of such waiver,
unless the Office decides such reimbursement is inappropriste. Section

8339 1s also amended by repealing subsection (m) relating to the credit-
ing of unused sick leave as service in computing annuities,

Paragraph (6) of section 2 amends section 8340(b) to base cost-of-1iving
adjustments on the lesser of the average adjustment (including zero, if
applicable) in General Schedule pay rates during the same fiscal year,
or the change {in the Consumer Price Index (CPI). The amendments also
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provide that the amount of sny annuity exceeding a specified base amount
shall be increased by only 55 percent of the cost-of-living adjustment
otherwise payable. The base amount in 1986 shall be §10,000, which
shall be increased in each succeeding year dy the percentage of the
cost-of-living adjustment taking effect the preceding December.

Paragraph (7) of section 2 amends section 834) by amending subsections
(2) and (e) to eliminate survivor benefits for students in post-secondary
schools and to terminate benefits for elementary or secondary school
students at the end of the month prior to completion of school or at

age 19, whichever comes first. It also corrects an erroneous citation
and changes the permissible interim period between school years frow

5 wonths to 4 months. 1In addition, 1t adds a new subsection (k) whiech
provides that, notwithstanding any other provision of lav, no denefits
are payable to any widow, vidower, or survivor named under section
8339(k) (1) of title 5, United States Code, of any employee, Member, or
annuitant, for any month during any portion of which the wvidow, widower,
or survivor has not attained age 60, has not attained age 50 if disadbled
2s defined under section 223(d) of the Social Security Act of 1935, as
amended, or is not caring for a child, as defined in section 8341(a)(4),
of the employee, Member, or anmuitant. It further provides that survivor
benefits paid under section 8341 following a period of non-payment by

reason of new subsection (k) are computed as though the period of
non-payment had not occurred.

Paragraph (8) of section 2 amends section 8345 by amending subsection
(b)(2) to incorporate in title 5, United States Code, a commencing date
provision enacted as a part of Public Law 97-377, and a specific com-
mencing date provision for certain deferred annuities, and by repealing
subsection (f) relating to minimum annuities.
Paragreph (9) of section 2 amends section 8347 to delete subsection (h),

concistent with the exclusion of the government 6f the District of
Columdia from the Retirement System.

Paragraph (10) of section 2 amends section 8348 to limit the provisions
in subsection (h) for Postal Service payment of increases in unfunéded
liadility attributable to benefits payable to Postal Service officers

and enployees, and their survivors. Assessments under that subsection
will be limited to increases resulting fror an employee-management
agreement under title 39, or any administrative action taken by the
Postal Service pursuant to law, either of which, prior to October 1,

1985, authorizes increases in pay on vhich benefits are computed. It
then adds a new subsection () which requires the Postal Service and

the D.C. government each to contribute to the Fund a sum to be deter-
mined by applying to the total basic pay, &s defined in section 8331(3)
of title 5, United States Code, paid to its exployees covered by Civil
Service retirement, the percentage rate deterczined annually by the Office
of Personnel Management to be the excess of the total normal cost for the
Retirement Syster, including the effects of future cost-of-living adjust-
ments and future increases in pay, over the employee deduction rate
specified in section 8334(a) of title 5, United States Code.
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It also adds a new subsection (k) which requires the Secretary of the
Treasury to implement procedures to permit identification of each benefit
check issued under subchapter 111 of chapter 83 of title 5, United States
Code, that has not been presented for payment by the close of the sixth
wonth following the mwonth of its {ssuance. The Secretary is then required
to credit monthly to the Retirement FPund, out of woney in the Treasury not
otherwise appropriated, the amount, including interest, of all benefit
checks drawn on the Fund more than 6 months previously but meither pre-
sented for payment nor previously credited to the Fund. The Secretary

is also required to pay a check which was previously credited to the Pund
and then to recharge the Pund and notify the Office of Personnel Manage-
ment. If the Secretary determines that it is necessary to effect proper

payment, he may cancel an unnegotiated check which s presented for pay-
ment and issue a new check bearing a current date.

Section 3 amends sections 8701(a)(5) and 8716(b) of title 5, United States
Code, to exclude from the Federal Employees' Group Life Insurance Program

certain individuals who are employed by the government of the District of
Columbia.

Section 4 amends sections 8901 and 8913(b) of title 5, United States Code,
to exclude from the Federal Employees Health Benefits Program certain
individuals who are employed by the government of the District of Columbia.

Section 5 provides in subsection (2) that, except as otherwise provided

by that section, the amendments made by section 2 of the Act shall take
effect on the date of enactment of the Act.

Subsection (b) provides that the amendments made by section 2(1)(C) of
the Act, concerning average pay, will take effect on October 1, 1988,
and will apply only to individuals who first becore eligible for immedi-

ate retirement under chapter 83 of title 5, United States Code, on or
after thet effective date.

Subsection (c) provides that motwithstanding section 8340 of title 5,
United States Code, as amended by section 2(6) of the Act, during fiscal
year 1986 no cost-of-living adjustment of annuities may take effect.

Subsection (d) provides, notwithstanding the amendments made by section
2(7) of the Act, for the continuation of benefits without regard to those
anendments for any student receiving benefits on the date of enactment
until the student reaches age 22 or first ceases to be & student.

Subsection (e) provides that no annuity being paid on the date of enact-
ment of this Act may be reduced below the rate in effect on that date by
reason of the amendment made by section 2(8)(B) of the Act, concerning
minimur anmuities, or by reason of the manner in which section 8345(f) of
title 5, United States Code, was applied by the Office of Personnel
Management prior to the date of ensctment of this Act, and bars collec-

tion of overpayments made by reason of the Office's application of
section 8345(f) prior to that date.
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Subsection (f) provides, in paragraph (1), that the smendments made by
sections 2(1)(A)-(B), 2(1)(D)-(E), 2(2), 2(9), 3, and 4 of the Act,
excluding the government of the District of Columbia from the Civil
Service Retirement System, the Federal Employees' Group Life Insurance
(FEGLI) Program, and the Federal Employees Realth Benefits (FEHB) Pro-
grao, shall take effect on October 1, 1985, and shall apply to service
performed on or after that date. It also provides that, notwithstand-
ing paragraph (1), an individual who is employed by the government of
the District of Columbia on September 30, 1985, and who 1s covered by
Civi]l Service Retirement, FEGLI, or FEHB, 4s treated as though the
enumerated smendments had not been enacted as long as the individusl
remains contimiously employed. Leaving employment with the government
of the District of Columbia for 365 deys or less, or leaving to perform
full-time military service and exercising reemployment rights under
chapter 43 of title 38, United States Code, does not constitute a dis-

Tuption of the contimious service, irrespective of whether the break
begins before, or, or after September 30, 1985.

Subsection (g) provides that the elimination of credit for unused sick
leave in the computation of Civil Service Retirement annuities by
section 6 of the bill would be phased in over a four-year period
starting in October 1985. FPor individuals eligible to retire on an
imnmediate annuity in the first of the four years, 80 percent of the
amount of any unused sick leave would be used in annuity computation;
for those eligible in the second year, 60 percent of any unused sick
leave would be used; for those eligible in the third year, 40 percent
of any unused sick leave would be used; and for those eligible in the
fourth year, 20 percent of the unused sick leave would be used. Thus,
for individuals who become eligible on or after October 1, 1989, there
would be no sick leave credit. 1Individuals who are eligible to rezire

on an immediate annuity before October 1985 would receive service
credit for all of their unuseld sick leave.

Subsection (h) provides that, notwithstanding the amendments to section
8340(b) of title 5, United States Code, made by section 2(6) of the Act,
the amount of any adjustment in military retired or retainer pay under
section 140le of title 10, United States Code, that is determined by

reference to section 8340(b) is to be determined as if such amendments
had not been enacted.

Subsection (1) provides for phasing in increased contributions to the
Retirement Fund by the Postal Service and the D.C. government by stat-
ing that, notwithstanding the provisions of section 8340(3) of title 5,
Unitec States Code, as added by section 2(10)(B) of the Act, in fiscal
year 1986 each entity shail contribute to the Fund a sur to be deter-
minec by applving to the total besic pay, as defined by section 8331(3)
of title 5, United States Code, paid to its enployees the employee
deduction rate spiéified in section 8334(e) of title 5, United States
Code, plus 2 percent. Then, in each succeeding fiscal year, the rate
shall be increased by 2 percent, or such lesser eamount &s is necessary,
until it equals the rate deterrined annually by the Office of Personnel
Management under section 8348(j).
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Subsection (j) makes the provisions of section 8348(k) of title 5, United
States Code, as added by section 2(10)(B) of the Act, spplicadle with re-
spect to all checks for benefits under the Civil Service Retirement Systen

1ssued on or after the first day of the twenty-fourth month after the month
in vhich the Act is enacted.

Subsection (k) requires the Secretary of the Treasury to transfer to the
Retirsment Fund, out of sny money in the Treasury not othervise sppropri-
sted, in the wonth in vhich the Act is enacted and in each of the
succeeding 30 months, the amount necessary to reimburse the Fund for the
total amount of sll checks, including interest, which he and the Office of
Personnel Management jointly determine to be uncashed denefit checks from
the Retirement System. After woney is transferred with respect to sny
check, that check is subject to the provisions of paragraphs (3) and (&)
of section 8348(k) of title 5, United States Code, relating to subsequent
paymente of such checks, as added by section 2(10)(B) of the Act.

Section 6 (a) Amend the Foreign Service retirement law to apply a reduction for
early retirement before age 60 in this system, paralleling the reduction
proposed by section 2(5)(B) of the bill for early retirement before age

65 under the Civil Service retirement system. The other retirement

reforms proposed by the Civil Service retirement system in the bill can

be implemented administratively for this system pursuant to section 827

of the Foreign Service retirement law.
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